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THE DEPARTMENT OF BUSINESS, ECONOMIC DEVELOFMENT, AND TOURISM'S
RESPONSES TO INFORMATION REQUESTS FROM THE SOLAR ALLIANCE, FROM
TAWHIRI POWER LLC, AND FROM HAWAII RENEWABLE ENERGY ALLIANCE

The Department of Business, Economic Development, and
Tourism (“Department” or “DBEDT”), by and through its Director
(“Director”) in his capacity as the Energy Resources
Coordinator, and through the undersigned Deputy Attorney
General, hereby submits to the Hawaii Public Utilities
Commission (“Commission” or “PUC”) its responses to the
information requests (IRs) from The Solar Alliance, from Tawhiri
Power LLC, and from Hawaii Renewable Energy Alliance (HREA)
relating to DBEDT's Opening Statement of Position (OSOP) in the

instant docket filed on March 4, 2009.



As requested by both The Solar Alliance and Tawhiri Power
LLC, the person providing and sponsoring DBEDT's responses to

the IRs is Estrella A. Seese, DBEDT-State Energy Office.

DBEDT Responses to Information Requests from the Solar Alliance:

SA-IR-8-DBEDT: Ref. DBEDT SOP at 11
Please explain what size cap on the total installed capacity are
you proposing to install on PV solar and why?

DBEDT Response:

The PUC Order initiating the instant docket cited the
Energy Agreement entered intc between the State and the HECO
Companies. The Agreement includes the HECO companies’
commitments as to the amounts of renewable generation resources
that they will pursue and integrate in the system including the
amounts that they commit to purchase through the FiTs.

DBEDT therefore suggests that the amounts of PV resources
that are included in the HECO commitments provided in Exhibit A
of the Energy Agreement be used as caps for the PV resources in

the initial FiTs design. These amounts are summarized as

follows:
YEAR HECO (MW) HELCO (MW) MECO (MW)
2010 6.5 1.8 1.8
2015 16,5 6.0 6.0
2020 42.0 10.2 102
2025 43.0 1208 12.0
2030 3240 9.0 90

Note: The amounts provided in Exhibit A of the Energy Agreement are on a cumulative

basis. The amounts provided in the above summary Table are the incremental amcunts

between the years.




These initial caps may be periodically reviewed and
adjusted as deemed appropriate by the Commission, in
consideration of such factors as load growth, achievement of the
renewable portfolio standards, grid stability, and other similar
factors.

SA-IR-9-DBEDT: Ref: DBEDT SOP at 14.
Please explain what data requirement and periodic reporting

requirements you are proposing? What would be the time frame on
your proposed periodic reporting requirements?

DBEDT Response:

Ags stated in the referenced page of DBEDT's OSOP, the best
design FiTs must specify the data requirement from the renewable
project developer, including without limitation the actual
project cost and periodic reporting requirements (such as but
not limited to the project’s actual operation and maintenance
costs) that can be used to refine the FiTs rates in the future.
The actual project cost should include without limitation (1)
the design, permitting, and construction costs including labor
and materials costs; (2) financing or capital cost; (3) land
cost or actual cost of site acquisition; (4) interconnection and
metering costs incurred by the project developer; and (5) other
project costs incurred in developing and constructing the
project.

The project operation and maintenance costs, as well as

operational data which should be reported at least on an annual




basis during the contract term, should include without
limitation (1) the actual labor and non-labor costs of operating
and maintaining the system; (2) the actual fuel costs, if any;
(3) taxes; (4) interest payments; (5) monthly land rents or
leases; (6) other costs related to the operation and maintenance
of the project; (7) monthly kilowatt-hours produced; (8) monthly
maximum kilowatt capacity; (9) average capacity factor; (10)
monthly minimum kilowatt capacity; (11) monthly number of hours
when the project is down or not producing energy; and (12) other

operational information.

DBEDT Response to Information Requests from Tawhiri Power LLC:

TPL-IR-8-DBEDT: Ref.: DBEDT SOP at 14.

Please explain the “rules on curtailment” that you are
proposing? Would your rules include existing renewable
Independent Power Producers (“IPPs”)?

DBEDT Response:

DBEDT believes that best design FiTs should encourage the
utility to maximize its purchase of energy from renewable
generation, or optimize the renewable producer’'s supply curve,
while at the same time taking into consideration the system load
requirements and the system’s operating capability. The rules
on curtailment suggested by DBEDT to be considered in the design
of FiTs relate to the specific system conditions when the

utility may find it necessary to curtail power supplied by the




renewable generation, such as the minimum load condition. The
FiTs standard contract form should specify the conditions that
would require and trigger supply curtailment if any, including
the amount of curtailment, the number of times per year when
such curtailment may be needed, the notice provision for

curtailment, and the compensation rate, if any.

DBEDT Responses to Information Requests from HREA:

HREA-DBEDT-0OSOP-IR-1. Regarding the following statement on page

43

“"More importantly, the current bid process only applies

to renewable resources of a capacity of 5 MW (2.72 MW for
MECO and HELCO), and there are no clear procurement rules

required under the utility’s current competitive bidding
framework for smaller renewable generators below this
threshold size.”

a. HREA's understanding is that projects under the threshold
size are “exempt” from the competitive bidding framework.
As such, developers are entitled to negotiate power

purchase agreements (“PPAs”) under our PURPA law.

DBEDT saying that the PURPA-related procurement rules are

not clear, and, if so, why?

b. However, HREA understands DBEDT's |[sic] supports FiTs as
a better alternative to PURPA for the projects under the
threshold size. Besides the reasons stated in DBEDT's
OSOP, does DBEDT believe there is also a legal rationale,
e.g., under PURPA the utility was not required to sign a
PPA, only to enter into negotiations, while the utility

would be required to sign a FiT? Please explain.

c. Given DBEDT’'s concerns about the efficacy of the
competitive bidding process and the increasing sense of

urgency to meet HCEI goals, would DBEDT support

recommendation to the Commission for increasing the
threshold size from 5 MW to 20 MW for all islands?




Please explain.

DBEDT Response:

a.

No. DBEDT is not claiming that the "“PURPA-related
procurement rules” are unclear. PURPA simply provides
the utility’s obligation to purchase from qualifying
facilities and its implementation is determined by the
State regulators. DBEDT's position to extend FiTs to
projects smaller than the size thresholds for the
competitive bidding framework is aimed at facilitating
the utility purchases and helping encourage and promote

this market.

. The basis of DBEDT's position relating to the extension

of FiTs to relatively smaller renewable projects (i.e.,
capacity size less than the threshold size for
competitive bidding) is as stated on pages 8-9 of DBEDT's
OSOP. Subpart C of Part 292 at 18 CFR § 292.303 provides
for the utility's obligation teo purchase any energy and
capacity which is made available from a qualifying
facility. FiTs will eliminate the need for contract

negotiations.

. DBEDT does not have any position on the threshold size

for the competitive bidding framework. DBEDT was not a

party in the PUC docket relating to the competitive




bidding framework.

HREA-DBEDT-0SOP-IR-2. Regarding the following statement on page

Tz

“Generally, the ‘avoided cost’ 1is considered to be the
fuel costs incurred in the operation of a traditiocnal
power plant.”

a. Would DBEDT agree that avoided costs should also include
other costs, such as operations and maintenance, reduce
[sic] line losses and reduced capacity requirements;

b. Does DRBREDT envision “avoided costs” as a market referent
for FiTs; and

c. If so, does DBEDT support a process to take a "“fresh”
look at avoided costs and how the utility calculates
them, including capacity payments for as-available
resources? If not, why not?

DBEDT Response:

a. Please refer to Chapter 6-74-1, Hawaii Administrative
Rules for the definition of “avoided cost” and what it
includes, as adopted by the PUC.

b. DBEDT believes that FiTs should be based on the
developer’s cost plus some reasonable profit.

c. Please see DBEDT's response to HREA-OSOP-IR-2b above.

HREA-DBEDT-0SOP-IR-3, Regarding the discussion of net energy
metering on pages 7 and 8, HREA would like teo note that the
first net energy metering law, which was not “true net

metering,” was passed in 1996. That said:

a. Would DBEDT agree that net metering, which is a power
exchange agreement, is a demand-reduction measure,




delivered to the utility. So, DBEDT’'s proposal for sale
of “excess kilowatt-hours that remain unused” is
something else. Does DBEDT:

i. Seek to combine the features of net metering with a
| 54

ii. If so, how would that be done, as HREA believes the
utility would have to determine the amount of net
metered electricity and the net amount delivered to
the utility, and

iii. Are smart meters smart enough to collect the
necessary data, e.g., customer-generator total
output, total site load, and total electricity
supplied to the customer by the utility?

DEEDT Response:

a. Net energy metering reduces the customer’s demand on
the utility system (i.e., it reduces the amount of
energy supplied by the utility to the customer.) Net
energy metering does not necessarily reduce the
customer’s total demand or total load.

B §269-108, Hawaiil Revised Statutes (HRS), provides that
“The eligible customer-generator shall not be owed any
compensation for excess kilowatt-hours unless the
electric utility enters into a purchase agreement with
the eligible customer-generator for those excess
kilowatt-hours.” The referenced statement in DBEDT's
OSOP simply recommends using FiTs as a mechanism or a
vehicle through which the utility may compensate the

customer-generator for the excess kilowatt-hours.




i. Please see DBEDT's response to HREA-DBEDT-OSOP-
IR-3b above.

ii. The determination of the excess kilowatt-hours
that remain unused will be as provided in
§§269-105 and 106, Hawalii Revised Statutes.
See also DBEDT's response to HREA-DBEDT-OSOP-
IR3.b.1iii below.

iii. Per information received from HECO, the
advanced metering that the HECO companies are
prcposing in Docket No. 2008-0303 has the
capability of metering the total energy
received, total energy delivered, as well as

the net energy.

HREA-DBEDT-0SOP-IR-4. Regarding the discussion of project sizes

and CAPs on total FiT project capacity per island:

a.

b.

Does DBEDT believe on [sic] output of the Clean Energy
Scenario Planning activity would be an assessment of the
initial level of penetration that could be absorbed by
FiTs on each island, and what modifications and
enhancements are required to allow higher levels of FiTs,
i.e., a plan; and

While the plan 1is being developed along with the
implementation of FiTs, does DBEDT see any reason to CAP
the FiTs? If so, why?

DBEDT Response:

&t

DBEDT does not have any information on the framework,

objectives, or planned results or outputs of the Clean




Energy Scenario Planning (CESP) agreed to by the Parties
to the Energy Agreement. The PUC has not opened a docket
to investigate and/or address the CESP framework,
process, or procedure.
b. Please see pages 10-11 of DBEDT’'s OSOP and DBEDT's
response to the Solar Alliance information requests to
DBEDT, SA-IR-8-DBEDT.
HREA-DBEDT-0OSOP-IR-5. Regarding the “treatment of renewable
energy credits” on page 14, does DBEDT support providing the

initial right to the renewable energy credits be granted to the
developer of the project? 1If not, why not?

DBEDT Response:

DBEDT’'s position is that the renewable energy purchased by
the utility through FiTs shall count toward the utility’s
renewable portfolio standards, as agreed to by the Parties to

the Energy Agreement.

DATED: Honolulu, Hawaii, March 13, 20089.

GREGE U. KRIKLEY
Deputy At dey General
Attorney for the Department of

Business, Economic Development,
and Tourism
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Certificate of Service

I hereby certify that I have served a copy of the response to
the information requests from The Solar Alliance, from Tawhiri
Power LLC, and from HREA relating to DBEDT's Opening Statement
of Position in the instant docket that was filed on March 4,
2009, by electronic transmission on the date of signature to
each of the parties listed below.

CATHERINE P. AWAKUNI

EXECUTIVE DIRECTOR

DEPARTMENT OF COMMERCE AND CONSUMER AFFAIRS
DIVISION OF CONSUMER ADVOCACY

P.O. BOX 541

HONOLULU, HI S6809

DEAN MATSUURA

MANAGER

REGULATORY AFFAIRS

HAWAIIAN ELECTRIC COMPANY, INC.
P.O. BOX 2750

HONOLULU, HI 96840-0001

JAY IGNACIO

PRESIDENT

HAWAII ELECTRIC LIGHT COMPANY, INC.
P.O. BOX 1027

HILO, HI 56721-1027

EDWARD L. REINHARDT
PRESIDENT

MAUI ELECTRIC COMPANY, LTD.
P.O. BOX 398

KAHULUI, HI 96732

THOMAS W. WILLIAMS, JR., ESQ.
PETER Y. KIKUTA, ESQ.

DAMON L. SCHMIDT, ESQ.

GOCDSILL ANDERSON QUINN & STIFEL
1099 Alakea Street, Suite 1800
Honolulu, HI 96813

Counsel for the HECO UTILITIES




RCD S. AOKI, ESQ.

ALCANTAR & KAHL LLP

120 Montgomery Street, Suite 2200
San Francisco, CA 94104

Counsel for the HECO UTILITIES

THEODORE A. PECK, ENERGY PROGRAM ADMINISTRATCR

ESTRELLA A. SEESE, MANAGER

HAWAII STATE ENERGY OFFICE

STATE OF HAWAII DEPARTMENT OF BUSINESS, ECONOMIC DEVELOPMENT,
TOURISM

P.O. Box 2359

HONOLULU, HI 96804

CARRIE K.S. OKINAGA, ESQ.

GORDON D. NELSCN, ESQ.

DEPARTMENT OF THE CORPORATION COUNSEL
CITY AND COUNTY OF HONOLULU

530 South King Street, Room 110
Heoneolulu, HI 96813

LINCOLN S.T. ASHIDA, ESQ.

WILLIAM V. BRILHANTE JR., ESQ.
MICHAEL J. UDOVIC, ESQ.

DEPARTMENT OF THE CORPORATION COUNSEL
COUNTY OF HAWATI

101 Aupuni Street, Suite 325

Hilo, HI 96720

MR. WARREN S. BOLLMEIER II, PRESIDENT
HAWAII RENEWABLE ENERGY ALLIANCE
46-040 Konane Place, #3816

Kaneohe, HI 96744

DOUGLAS A. CODIGA, ESOQ.

SCHLACK ITO LOCKWOCD PIPER & ELKIND
Topa Financial Tower

745 Fort Street, Suite 1500
Honolulu, HI 96813

Counsel for BLUE PLANET FOUNDATION

MR. MARK DUDA, PRESIDENT

HAWAII SOLAR ENERGY ASSOCIATION
P.O. Box 37070

Honolulu, HI 96837
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MR. RILEY SAITO

THE SOLAR ALLIANCE
73-1294 Awakea Street
Kailua-Kona, HI 96740

MR. JOEL K. MATSUNAGA

HAWAII BIOENERGY, LLC

737 Bishop Street, Suite 1860
Pacific Guardian Center, Mauka Tower
Honolulu, HI 96813

KENT D. MORIHARA, ESQ.

KRIS N. NAKAGAWA, ESOQ.

SANDRA L. WILHIDE, ESQ.

MORIHARA LAU & FONG LLP

841 Bishop Street, Suite 400

Honolulu, HI 96813

Counsel for HAWAII BIOENERGY, LLC

Counsel for MAUI LAND & PINEAPPLE COMPANY, INC.

MR. THEODORE E. ROBERTS
SEMPRA GENERATION

101 Ash Street, HQ. 12
San Diego, CA 92101

MR. CLIFFORD SMITH

MAUI LAND & PINEAPPLE COMPANY, INC.
P.O. Box 187

Kahului, HI 96733

MR. ERIK KVAM, CHIEF EXECUTIVE OFFICER
ZERO EMISSIONS LEASING LLC

2800 Woodlawn Drive, Suite 131
Honolulu, HI 96822

JOHN N. REI

SOPOGY INC.

2660 Waiwaili Loop
Heneclulu, HI 96819

GERALD A. SUMIDA, ESQ.

TIM LUI-KWAN, ESQ.

NATHAN C. NELSON, ESQ.

CARLSMITH BALL LLP

ASB Tower, Suite 2200, 1001 Bishop Street

Honolulu, HI 96813

Counsel for HAWAII HCLDINGS, LLC, dba FIRST WIND HAWAII
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MR. CHRIS MENTZEL

CHIEF EXECUTIVE OFFICER
CLEAN ENERGY MAUI LLC
619 Kupulau Drive
Kihei, HI 96753

MR. HARLAN Y. KIMURA, ESQ.
Central Pacific Plaza

220 South King Street, Suite 1660
Honolulu, HI 96813

Counsel for TAWHIRI POWER LLC

SANDRA-ANN Y.H. WONG, ESQ.

Attorney at Law, a Law Corporation

1050 Bishop Street, #514

Honolulu, HI 96813

Counsel for ALEXANDER & BALDWIN, INC., through its division,
HAWAIIAN COMMERCIAL & SUGAR COMPANY

DATED: Honolulu, Hawaii, March 13, 2009.

CYMEN, -

GREGG IJ. KI
Deputy Att y General

Attorney for the Department
of Business, Economic
Development, and Tourism
STATE OF HAWAII
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